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By Rick Schwerd | February 7, 2025

Our investment team remains committed to sharing updates and market insights to keep you informed. Please look for our next update on
February 28.

‘Mixed Bag’ January Labor Market Report
Today’s jobs report had something for everyone. The economy added 143,000 jobs, approximately 30,000 less than expected, but the
unemployment rate dropped to 4.0 percent, a level we have not seen since last May. The number of job openings decreased by more than
500,000 to 7.6 million. 

If you remember our report from last month, we noted that the Average Hourly Earnings (AHE) came in lower than expected, which is
positive from an inflation perspective. However, in this month’s report, the December AHE number was revised higher to 4.1 percent, from
3.9. This month’s AHE also came in at 4.1 percent, which was three-tenths of a percent greater than expected. The higher levels sparked
some inflation concerns and pushed bond yields higher. 

Overall, the report showed a not too hot, not too cold labor market. Equity markets barely moved following the report. The benchmark 10-
Year U.S. Treasury moved a little higher due to the higher AHE numbers but remain down over a third of a percentage point since mid-
January.
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A Tumultuous Two Weeks
We could author a book about all that has happened over the past couple of weeks, but we will try to keep it concise. Chinese artificial
intelligence (AI) model Deep Seek, tariffs, company earnings, Elon Musk and DOGE took turns making news. However, through some
volatility, markets have held up and remain near all-time highs. So far, 2025 has followed our thesis that it would be a positive year for
stocks, but with greater volatility. The S&P 500 is currently up 3 percent year-to-date.

Deep Seek Surprise
Stocks sold off last Monday, especially AI darling Nvidia, which was down 17 percent, following the release of the Deep Seek AI model. The
initial news was that Deep Seek was competitive with U.S. developed models but was accomplished at a fraction of the cost and without the
benefit of top-of-the-line U.S. chips. This appeared to upend the investment belief that in order to compete, developers of large language
models would need to continue to pour billions of dollars into the latest technologies. 

However, after further analysis, the hype was much greater than reality. It was acknowledged that the developers of Deep Seek did produce
some creative algorithmic solutions and demonstrated that Chinese AI capabilities were further along than was previously thought. But it
was far less than the “Sputnik Moment” it was initially thought to be. Furthermore, subsequent earnings reports by leading AI developers
Meta, Amazon and Google showed they were actually planning to ramp up their Capex spending more than expected over the coming year.

Trump Tariffs
Markets were further aggravated this Monday after tariffs were announced on Canada, Mexico and China. After hastily held meetings and
agreements, the tariffs on Canada and Mexico were postponed a month. The additional 10 percent tariffs on China so far have remained.
Given the integration of the North American economies, the tariffs on Canada and Mexico, and subsequent retaliations, would have had a
significant negative affect on U.S. GDP and corporate earnings. After the postponements, markets recovered much of their early losses by
the end of trading Monday. We expect that this will not be the last we will hear regarding tariffs and trade disputes.

Solid Earnings Season So Far
Fourth-quarter earnings announcements have been good so far, overall. According to Evercore-ISI, 270 S&P 500 companies (63 percent
market cap) have reported. Reported sales growth has been +5.3 percent and earnings +11.8 percent — surprising by +1.0 percent and
+7.3 percent respectively — putting overall sales growth on pace for +5.3 percent and earnings for +11.2 percent.

As always, if you have any questions or concerns regarding markets or your financial planning needs, please reach out to us at (518) 415-
4401.

About the Author: With almost three decades of financial industry experience, Rick serves as a Senior Investment Officer at Arrow Bank,
formerly named Glens Falls National Bank. He oversees individual and corporate retirement plans, personal trusts, investment
management accounts, foundations and not-for-profit relationships. He is also co-portfolio manager of the proprietary North Country Large
Cap Equity Fund.
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	Minutes 11-26-24 (002).pdf
	MINUTES OF THE MEETING OF: November 26, 2024
	Those in attendance were:
	Salute to the Flag:
	The Pledge of Allegiance was led by President Boyles followed by a Moment of Silence for our deceased members.
	Respectfully submitted,




